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Introduction 


Mr. Prime Minister, British Columbia views this meeting, held on 
the eve of the celebration of 100 years of Canadian Confederation, 
as one of the most significant plenary sessions of this century. The 
results of our deliberations will largely determine the course the 


Canadian nation will take in its second century. 


British Columbia is now celebrating its own centenary of the 
union of the British Crown Colonies of Vancouver Island and British 
Columbia. But while we turn our thoughts to and honour those of 
our pioneers who have contributed to the Canadian nation of today, 
let us not look to the past for solutions to the problems which now 
face us, but rather aim to develop new ideas to satisfy the require- 
ments of the new century. With the ascendency of Provincial re- 
sponsibilities in the fields of education, health, welfare, and resource 


development, past fiscal arrangements are outmoded. 


British Columbia has the capabilities and resources to greatly 
increase its growth in the future for the benefit of all Canadians. 
Its export-oriented and tourist economy prevents the Government of 
Canada from having a very substantial foreign trade deficit. Its high 
income level and rapid developmental programmes provide above 
average revenues for the Federal Government. But to realize British 
Columbia’s fullest potential, it is necessary the Government of Canada 
provide fair and equitable treatment to the Province in fiscal con- 


siderations. 


We meet today under uncertain conditions both at home and 
abroad. The current expansionary phase is exposed to pressures 


which could seriously limit further expansion and improvement in our 
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standard of living if we do not plan carefully. The current tight- 
money situation, record high interest rates, and rapidly increasing costs 
of production impose real threats to our competitive position in world 
markets so essential to our continuing prosperity. Immediate prob- 
lems, however should not cloud our vision for establishing proper 
fiscal relationships for the period ahead. We must plan for unhindered 
nation-wide economic development. We must develop programmes 
that will make fuller use of our natural resources, that will educate and 
train our people, and that will provide adequate power and transporta- 
tion facilities for industry. Only in this way will we increase the 
standard of living, health, and welfare of the Canadian people. As has 
been emphasized in the past, under our Constitution most of these 
responsibilities lie with Provincial Governments. 


British Columbia considers that fiscal arrangements and planning 
undertaken by the Government of Canada have not been fair in rela- 
tion to all sectors of Canada. They have compounded rather than 
assisted the problem. The people of British Columbia are growing 
restless with the Federal attitude and, on their behalf, I will point to 
examples of unfair treatment of our Province by the Government of 
Canada. 


Tax Occupancy 


The fiscal responsibilities of the Provinces in the fields of educa- 
tion, health, welfare, and resource development have greatly acceler- 
ated in the last decade and will continue to do so over the foreseeable 
future’ National economic and social policies instituted by the Gov- 
ernment of Canada often increase Provincial involvement in these 
fields with little or no consideration of the means by which the addi- 


tional service costs are to be met. 
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The Government of Canada, supported by the major share of the 
income taxes with their great productivity, can expect revenues to grow 
at a faster rate than expenditures. The Provinces, on the other hand, 


can expect an increasing shortfall in revenue in relation to expenditure. 


It is becoming increasingly evident that under present tax-sharing 
arrangements the Provinces lack the fiscal ability or capacity to provide 
the revenues within the financial resources available to them. To meet 
the obligations of the Provinces to their citizens within the limits of a 
more equitable distribution of tax resources, it is essential Canada return 
an increased share of the direct-tax fields to the Provinces. British 
Columbia considers a National Government transfer over the next five- 
year period of a minimum additional 2 per cent per year of the Federal 
personal income tax and an additional | point per year of corporation 
taxable income, without the need for double taxation, would adjust 
some of the current imbalance in Federal-Provincial fiscal resources and 
expenditure responsibilities. In British Columbia’s view this is a 
reasonable readjustment in tax resources to be made by the National 


Government at this time. 


Equalization 


British Columbia believes that equalization payments are not the 
answer to the problem of meeting Provincial Government fiscal defi- 
ciency in providing an accepted National level of government service. 
These unconditional payments to certain Provinces do not encourage 
fiscal responsibility. The tax revenues paid out as equalization pay- 


ments should be used more advantageously. 
4 


wits to. otaale: voted auly hanogdne ahnsn¥ ‘iahenelitn 

WO oF eqn Merks apo tirituuberg tiara Heit! (iw eovar Sime i an vad 
a Tei tek ag ee ef) awabosg 25 net slat si alls ~ 
silent vb dwitelsr qi senexyt nt Nelnodes cieoinsal te facia ta 7 


ie 
galt dexnd Inee vebow sed) webivs ylvermnont gurimoged a i 
atyivend of Wiioageo te pilide lwall oly 296 adatnVorT salt eouvatcelniiall a 
panet cred oPeldchuw teoeves Merona ofp rei hiee paravar See” 
ey fer eileedt orf? obffw enantio tails 4 agnpiverl ott 30 saciinniide ot : 
onder shins letiiaee  h 2oceo x) In woh ied alcetinpe ent” = £y 
He cocciven'T sh of able vebicerld od) to ong DaReeaR ae 


) i7o afl 2vo Tore terwnaisvow [paola A & Tablet sich 4 
Te 


leah l odtdo 1887 rot jade toq 2 laecibbe eminiain & to bots 109 4 
waiter 4) (6. tebyv ‘ee Pana: | sorte Balt AGT SROs a ae , 
mabe blue? Ooheen? viduid: 70 bea a) fooriw Sra ahdaxer 
tuck eforc Gout [nde Intoniver4-letonet ni sandeep of io OTOR 
ie welt esi aided caine wl wasdiliiimowen teal 


lanoheA od) yo absit od oF eboney? 72% in Tmond seutbeot ald urea 


oni) it Je-esmecsmeal 


old asia aa ; ae 

of} jon ois einemyng notculenps het sovsifed aicdeloD eM — 
i a 
-ligh lao toronto. Ishwivorl atime jo @aldewy a) @ ae 
7 - 

gion itomewwres lo lavel [noolay! bot ae eee ai go 

: i galoiveng, al qamake |” 
Sysiuccis, Ip Ob amiven! aise of ainomget> lai pnhgey, Sea 


“wig aiiesiteneh ee Bio heer sneer cetad th Agilidiaegeds fell 
: omyuevbs som heaved Sbiotls 


British Columbia agrees a fiscal-need problem exists in certain 
areas of Canada. It believes, however, assistance should be given 
direct to the individual citizens involved, rather than through equaliza- 
tion payments to certain Provincial Governments. It is desirable to 
give people financial independence and the flexibility of action that 
comes with it. Assistance to those who are financially dependent 
should take a form which best contributes to this end. The Govern- 
ment of Canada should attack directly the problems which prevent 
low-income persons, wherever they may be located in Canada, from 
achieving income growth rates comparable to the average of the nation. 
I would point out that these persons are located in all Provinces. Pro- 
grammes promoting growth and development of a sound industrial base 
should be intensified and strenuous efforts made to educate and train 
the labour force to use modern technological methods. Where recovery 
assistance is not economically feasible or justified, relocation of the 
people to areas of greater opportunity should be encouraged through 
housing assistance along with educational and vocational training, with 
pay, until the individual is properly settled. Through direct assistance 
to the individual citizen, the problem of income deficiency could be 
undertaken across the nation on an equitable basis, provide more 
efficient use of public moneys, and contribute to National harmony. 


However, if the Government of Canada insists on retaining the 
equalization-grants system, consideration should be given to certain 
factors. British Columbia has emphasized at previous meetings the 
inadequacy of equalization formule which do not give weight to cost 
differentials between Provinces in providing like government services. 
I have also pointed out the high-cost nature of essential services in 
British Columbia. Our higher income reflects the higher cost nature 


of the British Columbia economy arising from our geographic location 
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and the adverse effect of National tariff policies. To say that equaliza- 
tion payments to a stated base enable a Province to provide a certain 
level of government service assumes the cost of services in a receiving 
Province is at an average level. The Dominion Bureau of Statistics 
reports, for example, of average weekly wages and salaries and public- 
school teachers median salaries, indicate some of the divergency in costs 
across our nation. Where lower costs exist, equalization of Provincial 
revenues may actually subsidize certain Provinces until they have a 
greater capacity to pay than the Provinces who do not receive equaliza- 
tion. The Government of Canada is too unrealistic in its zeal to equal- 
ize by revenue only and ignoring every other factor involved. If we 
must have equalization, it should not be at 100 per cent of revenue. 
I would suggest that equalization at 85 per cent of Provincial revenues 
would adequately compensate for this cost advantage. Equalization 
must not destroy the ambition of the recipient Provinces to improve 
their own position. 


Mr. Prime Minister, I believe that equalization itself, through 
recognition of Provincial constitutional taxation rights and a fresh 
approach to this problem, can be eliminated. Any fiscal assistance 
deemed necessary by the Government of Canada for a war on poverty 
throughout the nation should not be an integral part of arrangements 


respecting direct taxes with the Provinces. 


Shared-cost Programmes 


Federal-Provincial shared-cost programmes have been an excellent 
device for establishing nation-wide levels of essential government 
services. In addition, they have encouraged regional projects which 


have had a National impact. 
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British Columbia sees National strength, not weakness, in shared- 
cost programmes. We urge the continuation and expansion of pro- 
grammes which contribute to National growth. Increased sharing in 
the fields of higher education, sharing of costs of mental and tubercu- 
losis patients under the Hospital Insurance and Diagnostic Services Act 
and larger participation in costs of new hospital construction should 
also be undertaken by the National Government. 


We do, however, take exception to cancellation of agreements, 
such as the proposed ending by the Federal Government of the forestry 
agreement on March 31, 1967, without prior consultation or compen- 


sation to the Provinces. 


Provincial Economic Development 

The Province of British Columbia has progressed rapidly over the 
past decade, but its people have become highly resentful of the Gov- 
ernment of Canada continuing to ignore their pleas for equal fiscal 
treatment. I have pointed out many times in the past that any pros- 
perity enjoyed by British Columbia is more than shared with the rest 
of Canada. To place an additional burden on an industrious people 
by way of discriminatory treatment is certainly not in the National 


interest. 
HYDRO-ELECTRIC POWER 


In October, 1961, the Province commenced construction of the 
gigantic Peace River power project. In September, 1964, the vast 
hydro-electric and flood-control complex on the Columbia River was 
started. These projects, undertaken by the people of British Columbia, 
will produce large-scale economic benefits which will accrue to all 


Canadians. 
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As an equal partner in Confederation, British Columbia is entitled 
to the same fiscal considerations as received by other Provinces from 
the Government of Canada for power and flood-control projects. The 
Federal Government has provided to March, 1965, over $77 million in 
subsidies to the South Saskatchewan River irrigation and power proj- 
ect, or 77.6 per cent of the expenditure, and is contracting to initially 
build and pay for the entire $120 million transmission facilities from 
the Nelson River hydro-electric development in Manitoba. The Atlan- 
tic Development Board will pay $20 million toward the construction 
cost of the New Brunswick Mactaquac hydro-power project, and will 
provide other forms of financial assistance in the Maritime Provinces 
through the Atlantic Provinces Power Development Programme. Most 
of the funds for Quebec’s $160 million nuclear power plant near Three 
Rivers will come from Ottawa, and Ontario receives $70 million a 


year for nuclear development. 


Mr. Prime Minister, British Columbia has received no Federal 
financial participation in its vast hydro-electric developments on the 
Peace and Columbia Rivers. In other words, it is constructing and 
financing these projects alone, although great benefits will accrue from 
its efforts for all of Canada. It has also been severely penalized by the 
imposition of the 11-per-cent Federal sales tax on building materials 
and machinery. This tax measure was introduced in the final stages 
of negotiations on the Columbia River project and was never considered 
in determination of the costs in the agreement. The Government of 
Canada negotiating representatives were aware this tax was not in- 
cluded in the project costs, and, therefore, it came as a great surprise 
to British Columbia to find these materials were not exempted for hydro 
construction purposes. This tax will add, with financial costs at current 


borrowing rates, approximately $100 million to the total cost of the 
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Peace and Columbia River projects, to be borne by the people and 
businesses of British Columbia. British Columbia would stress it is 
completely unjustifiable that the Government of Canada should be 
enriched at the expense of Crown Provincial developments in British 
Columbia, while other Provinces enjoy substantial Federal subsidies 


and assistance on similar projects. 


TRANS-CANADA HIGHWAY 
The vital role of the Trans-Canada Highway in linking the Prov- 
inces of Canada has always been recognized by British Columbia. 
Although faced with per mile costs of construction almost double that 
in the rest of Canada and lower Federal percentage participation in the 
total cost, the Province has virtually completed work on the highway 
and has provided on many sections, and solely from Provincial funds, 


standards far superior to those required in the agreement. 


British Columbia is disturbed by the refusal so far of the Federal 
Government to share the cost of construction of a major bridge over 
the Second Narrows at Vancouver. This refusal is contrary to the terms 
of the original agreement. The unrealized capital cost of the bridge at 
the time of forming part of the Trans-Canada Highway system and be- 
coming shareable with Canada was $21.8 million. British Columbia 
again requests payment by the Government of Canada of its share of 


the cost of this structure. 


PACIFIC GREAT EASTERN RAILWAY 
The Pacific Great Eastern Railway, as a developmental railroad, 
has been a key factor in the rapid growth and development of the 
resource-rich central and northern areas of British Columbia. The 
economic base of these regions has been greatly expanded with the 


unprecedented level of capital resource investment, such as in pulp, 
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petroleum and natural-gas industries, throughout the railway’s service 
area. One-third of the railway’s total freight income now originates 
from the north end of the line, and the proportion is anticipated to 
increase rapidly with new capital investments in this area. Between 
1951 and 1963, the latest date information is available, the number 
of individual income taxable returns and the total income thereon in 
the Prince George region increased 168 and 282 per cent respectively, 
in the Peace River area the corresponding increases were 471 and 
719 per cent; for all other areas of the Province the increases were 
64 and 141 per cent. The population increase over the decade to 
1966 of the City of Prince George was 125 per cent, and of the 
principal centres in the Peace River area, 128 per cent. 


In 1955 a former Canadian Prime Minister, speaking in Parliament 
to the motion on paying a construction subsidy to the Pacific Great 
Eastern Railway on 50 miles of the northern extension from Prince 
George stated: “ Our view that the present outlook does not justify a 
further extension of the line at this time would not, of course, prevent 
consideration of this matter again in a later year if the prospects for 
economic development then appear to be sufficiently promising to war- 
rant a contribution toward the cost of constructing such an extension at 
that time.” If “ sufficiently promising economic development ” is to be 
the guide-line for Government of Canada participation in development 
projects, surely the rapidly expanding economic base of the northern 
areas served by the railway, which is a fact now, not conjecture, justifies 


Federal sharing in the construction cost of this railroad at this time. 


Numerous precedents exist of Federal sharing in construction of 


developmental railroads. But while in other projects the Federal con- 
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struction subsidies have been made during the period of construction, 
and not always to immediate economically justified projects, previous 
limited contributions toward the Pacific Great Eastern Railway have 
been “ after the fact,” so to speak, and after many submissions by the 
British Columbia Government. The people of British Columbia ask 
for the same treatment afforded Canadians of other Provinces in the 
past in respect of development railroads. The total Federal contribu- 
tion outstanding at $25,000 per mile on the unshared portion of the 
rail line is $19,747,500. 


The Pacific Great Eastern Railway is entitled to the same operat- 
ing subsidies paid by the Government of Canada to the two National 
railways and regional railways, including United States-owned systems 
operating into Canada. The Provincial railway is paying the same 
wage rates as the major railways operating in British Columbia and 
is required to maintain low freight rates to remain competitive with 
these Federally subsidized railways. At the same time, the Provincial 
railway is making a substantial contribution to the level of economic 
activity in the Province which is highly beneficial to Federal Govern- 
ment revenues. In addition, the Pacific Great Eastern Railway, with 
its national and international rail connections, is sharing significantly 
in Canada’s favourable balance of international commodity trade. 
The people of British Columbia deserve to be treated equally with other 
Canadians and receive like subsidies for the Pacific Great Eastern 
Railway. Again, it is a question of only British Columbians having 
to “ go it alone ” in the construction and operation of a developmental 


railway. 
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Conclusion 


Mr. Prime Minister, British Columbians believe Canada, united 
from shore to shore, has a great destiny. However, this will only be 
achieved if the Government of Canada realizes and acts on its respon- 
sibility to foster nation-wide economic development and, in so doing, 
treats all the regions of Canada equally and fairly. The cases of dis- 
crimination against British Columbia need immediate correction if 
its citizens are to fully appreciate and support Confederation. Even 
certain Liberal members of the Federal Parliament are advising British 
Columbia to apply to the Government of Canada for $200,000,000, 
which, they say, is available for the asking. The truth is, British Co- 
lumbia has been asking for fair treatment and assistance with certain 
projects for its citizens over the years. The Government of Canada, 
however, has failed to recognize our requests and, at the same time, 
has continued to favour the other Provinces with special treatment. 
It is time, Mr. Prime Minister, the Government of Canada stopped 
overlooking British Columbia in its fiscal relations. 


12 


Oa 


bain obecut® vated waders sibebatt pee 


J vloo Uw eit asvewah yeh li rig a duit ov ee ie ie ee 
(0297. aii no ee hii aa eft Hour to itera) ott } 


aS yeilae 
aaiob o¢ of baw diwiqolevebdlmionn) SOLE sen pets ay — 
ait ly adeno sd sviist bas Yilaw po wbaaw > Ww nla ae 


li molmetros stetbanrmi) boot eidimlod dena janinge § 


« 


nave = .ackhtreselae oye how Haidoye: vil of une At 
faHisél poraybe 26 inotiehie linebsd aft to eradmarrt fe: nde. 
(W000 05? ib ehauk) tp Wiserisver onto vligeee ots Pe: 
WO ceitine ai Ghat oT’ wotdee alt io! oldalmeve a ee auld ah 
distiog iliw coneisiees ber tnoetigen “Mal Tol gotlie avod eed 
eboun tm shormnivolp sil wey set 19Vq) enmity eit tot a 
ait cae a0) in Daw coupe? tue ay RIYIOT, OF beligt ait 173 ~~ 
hile 20Y woval of} basis: 5.4 
haqqe abana) to Meounive owl agin, Son 4 A anit at 
ool takes laweiwh, a} aidinnig pein dash 


sa FS Leite NIT WE 2 Vipin 


? 
4 i 
|) 
an ; 
ie ra 
_ ; : ; 
Cae age 
f a: UF ys 
| . oe ee Py. 
Mi a -_ n Ab ie 


Nyy 
hen 
ff, Wal 


